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HOUSE  JOINT  RESOLUTION  NO.  49 


A  JOINT  RESOLUTION  OF  THE  SENATE  AND  THE  HOUSE  OF  REPRESENTATIVES 
OF  THE  STATE  OF  MONTANA  REQUESTING  AN  INTERIM  STUDY  OF  THE 
ALTERNATIVE  WAYS  AND  EFFECTS  OF  AUTHORIZING  BANKS,  SAVINGS  AND 
LOAN  ASSOCIATIONS,  AND  CREDIT  UNIONS  TO  BRANCH  WITHIN  THE  STATE; 
REQUIRING  A  REPORT  OF  THE  FINDINGS  OF  THE  STUDY  TO  THE  LEGISLATURE. 

WHEREAS,  it  is  apparent  that  a  great  number  of  Montana's  citizens 
are  interested  in  authorizing  banks,  savings  and  loan  associations, 
and  credit  unions  to  establish  and  maintain  branch  facilities  in 
the  state;  and 

WHEREAS,  the  law  prohibits  banks  from  maintaining  a  branch 
facility;  and 

WHEREAS,  there  are  various  alternative  methods  for  authorizing 
branching;  and 

WHEREAS,  the  Legislature  has  not  studied  the  need  for  branching 
in  the  state;  and 

WHEREAS,  in  order  to  best  serve  the  public,  a  thorough  study  of 
all  the  effects  and  alternative  ways  of  authorizing  banks,  savings 
and  loan  associations,  and  credit  unions  to  branch  should  be  made. 

NOW,  THEREFORE,  BE  IT  RESOLVED  BY  THE  SENATE  AND  THE  HOUSE  OF 
REPRESENTATIVES  OF  THE  STATE  OF  MONTANA: 

That  the  Committee  on  Priorities  is  hereby  requested  to  give  high 
priority  to  the  appointment  of  an  interim  committee  to  study: 

(1)  the  need  for  banks,  savings  and  loan  associations,  and  credit 
unions  to  branch  within  the  state; 

(2)  the  various  alternative  methods  for  authorizing  branching;  and 

(3)  the  effects  of  authorizing  banks,  savings  and  loan  associa- 
tions, and  credit  unions  to  branch  within  the  state. 

BE  IT  FURTHER  RESOLVED,  that  the  Committee  report  the  findings  of 
the  study  to  the  47th  Legislature  and,  if  necessary,  draft  legis- 
lation to  implement  its  recommendations. 

Approved  March  22,  1979. 
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REPORT  AND  RECOMMENDATIONS 


This  document  includes  a  brief  report  on  the  deliberations 
and  findings  of  the  Interim  Study  Committee  on  Branching  of 
Financial  Institutions. 

Detailed  information  is  available  upon  request  from  the  files 
of  the  Legislative  Council  staff. 

Also  included  in  this  document  are  two  bills  —  LC  27  and 
LC  30  —  that  the  study  committee  recommends  the  Legislature 
enact.   Passage  of  these  bills,  the  committee  believes,  will 
remedy  inequities  that  now  exist  in  Montana's  banking  laws. 

LC  27  would  allow  banks  in  cities  of  less  than  50,000  popula- 
tion to  establish  one  additional  detached  facility  or  one  branch. 
In  cities  of  more  than  50,000,  each  bank  would  be  allowed  two 
additional  detached  facilities  or  two  branches,  or  one  of  each. 
The  additional  detached  facility  or  branch  could  not  be  farther 
than  three  miles  outside  the  bank's  home  city. 

LC  30  would  authorize  credit  unions  to  establish  additional 
offices  to  provide  services  to  members  after  notifying  the 
Department  of  Business  Regulation  which  could  deny  the  request 
only  upon  showing  of  compelling  reason,  and  competition  with 
other  financial  institutions  is  not  considered  a  compelling  reason. 

The  committee  respectfully  submits  this  Report  and  Recommenda- 
tions to  the  47th  Legislature  of  the  State  of  Montana. 
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GLOSSARY 


Automated  clearinghouse   (ACH).   A  facility  that  permits  banks  to 
offer  more  convenient  customer  services  through  electronics. 
This  paperless  deposit  and  bill-paying  system  permits  the  automatic 
deposit  of  customers'  wages,  direct  deposit  of  Social  Security 
checks,  and  provides  pre-authorized  payments  of  bills  by  banks, 
among  other  services.   The  first  major  regional  ACH  began  opera- 
tions in  California  in  October  1972. 

Automated  teller  machine   (ATM).   A  machine  that  allows  customers 
to  make  routine  banking  transactions,  such  as  withdrawal  and/or 
deposit  of  funds,  transfer  of  funds  between  accounts,  and  the 
payment  of  certain  obligations. 

Bank  credit  card.   A  credit  card,  issued  by  a  bank,  used  as  a 
means  of  indicating  to  participating  merchants  that  a  line  of 
credit  has  been  established  for  the  cardholder  by  the  issuing 
bank  and  that  sales  drafts  submitted  by  the  merchant  will  be 
purchased  by  the  issuing  bank.   Visa  and  Master  Card  (formerly 
BankAmericard  and  Master  Charge)  are  presently  the  only  two 
national  bank  credit  card  systems. 

Bank  holding  company.   A  corporation  that  owns  or  controls  one  or 
more  banks  and  frequently  a  wide  variety  of  other  financially 
related  businesses. 

Board  of  Governors  of  the  Federal  Reserve  System.   A  board  of 
seven  members  appointed  by  the  President  of  the  United  States  and 
confirmed  by  the  Senate.   The  Board  of  Governors  of  the  Federal 
Reserve  System  supervises,  coordinates,  and  formulates  monetary 
policy,  and  has  regulatory  powers  with  respect  to  member  banks 
and  bank  holding  companies. 

Branch  bank.   A  banking  office  that  is  an  extension  of  a  home 
office  bank  where  the  officers  and  directors  are  headquartered 
but  that  usually  offers  all  banking  services. 

Branching  by  merger.   When  one  bank  takes  over  another  bank  and 
operates  the  acquired  bank  as  a  branch. 

Chain  banking.   A  form  of  bank  ownership  in  which  the  same  person 
or  group  of  persons  owns  two  or  more  independently-chartered 
banks,  usually  marked  by  common  membership  on  the  boards  of 
directors  of  the  banks  (interlocking  directorates),  and  the  like. 

Clearinghouse  association.   A  voluntary  association  of  banks  in 
the  same  locality  for  the  purpose  of  exchanging  checks  drawn 
against  one  another,  balancing  accounts,  and  discussing  or  taking 
action  on  matters  of  common  interest. 
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Commercial  bank.   Any  bank  authorized  by  law  to  receive  deposits 
of  money  which  may  be  withdrawn  on  demand  (checking  account); 
deal  in  commercial  paper  or  make  loans  thereon;  lend  money  on 
real  or  personal  property;  discount  bills,  notes,  or  other 
commercial  papers;  and  buy  and  sell  securities,  gold  and  silver 
bullion,  foreign  coins,  or  bills  of  exchange. 
Section  32-1-105,  MCA. 

Comptroller's  call.   The  Federal  Reserve  Act  requires  national 
banks  to  submit  "call"  reports  of  their  financial  activities  at 
least  four  times  a  year.   These  "call  reports"  also  must  be 
published  in  local  newspapers. 

Comptroller  of  the  Currency.   An  appointed  official  in  the  United 
States  Treasury  Department  responsible  for  the  chartering, 
supervision,  and  liquidation  of  national  banks. 

Correspondent  bank.   A  bank  that  maintains  an  account  relationship 
with  another  bank  or  engages  in  an  exchange  of  services  with 
another  bank. 

Credit  Union.   A  credit  union  is  a  cooperative,  nonprofit 
asssociation  to  encourage  thrift  among  its  members,  organized 
around  some  common  bond  of  membership,  typically  a  common  employer, 
to  create  a  source  of  credit  at  fair  and  reasonable  rate  of 
interest.   Section  32-3-102,  MCA. 

Customer-bank  communication  terminal  (CBCT).   A  remote  electronic 
facility  (located  away  from  a  financial  institution's  office), 
either  manned  or  unmanned,  which  permits  bank  customers  to  make  a 
variety  of  routine  banking  transactions,  authorized  under  "Montana 
Electronic  Funds  Transfer  Act"  Title  32,  Chapter  6,  MCA. 

De  novo  branching.   A  branch  bank  developed  from  scratch. 

Pis intermediation.   The  shift  of  funds  from  time  deposits  (savings 
accounts)  to  investments  providing  yields  that  exceed  the  maximum 
interest  ceilings  imposed  on  commercial  banks  and  thrift  institu- 
tions by  federal  regulators.   This  usually  takes  place  in  periods 
of  tight  money  and  high  interest  rates. 

Edge  Act.   An  act  passed  on  December  24,  1919,  as  Section  25(a) 
of  the  Federal  Reserve  Act,  which  authorizes  banking  corporations 
to  engage  in  foreign  banking  business.   Edge  Act  corporations  are 
chartered  by  the  Board  of  Governors  of  the  Federal  Reserve  System. 

Electronic  Funds  Transfer  System.   A  banking  system  in  which 
funds  are  debited  and  credited  to  accounts  by  an  electronic 
communcations  network,  eliminating  the  need  for  monetary  exchange 
via  cash  or  checks. 

Eurodollars .   Broadly  defined  as  dollars  on  deposit  with  banks 
located  outside  the  United  States. 
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Federal  Deposit  Insurance  Corporation.   A  corporation  established 
by  federal  authority  to  provide  insurance  of  demand  and  time 
deposits  in  participating  banks  up  to  a  maximum  of  $100,000  for 
each  depositor. 

Federal  funds  rate.   The  interest  rate  charged  on  loans  by  banks 
that  have  excess  reserve  funds  (over  and  above  the  level  required 
by  the  Federal  Reserve)  to  those  banks  with  deficient  reserves. 
The  Fed  funds  rate  is  closely  watched  as  an  early  warning  indica- 
tion of  major  changes  in  the  national  economy. 

Federal  Home  Loan  Bank  System.   Created  by  authority  of  the 
Federal  Home  Loan  Bank  Act  approved  July  26,  1932.   The  12  regional 
Federal  Home  Loan  Banks  are  under  the  supervision  of  the  Federal 
Home  Loan  Bank  Board  consisting  of  three  members  appointed  by  the 
President  of  the  United  States.   The  banks  make  loans  to  member 
institutions,  mainly  savings  and  loan  associations,  to  enable 
them  in  turn  to  make  mortgage  loans  or  to  meet  deposit  withdrawals. 

Federal  Intermediate  Credit  Banks.   Established  by  the  Agricultural 
Credits  Act  of  1923,  which  provided  for  12  Federal  Intermediate 
Credit  Banks,  one  in  each  farm  credit  district.   All  of  the  stock 
is  owned  by  farmers  through  431  local  production  credit  associa- 
tions.  The  banks  make  loans  to  and  discount  agricultural  paper 
for  production  credit  associations,  state  and  national  banks, 
agricultural  credit  corporations,  livestock  loan  companies,  and 
similar  lending  groups. 

Federal  National  Mortgage  Association.   Originally  chartered  on 
February  10,  1938,  it  later  became  a  government-sponsored  private 
corporation  pursuant  to  Title  VIII  of  the  Housing  and  Urban 
Development  Act  of  1968.   Its  purpose  is  to  provide  a  secondary 
market  in  real  estate  mortgages. 

Federal  Reserve  Open  Market  Committee.   A  committee  of  the  Federal 
Reserve  System  that  has  complete  charge  of  open-market  operations, 
through  which  the  Fed  influences  the  growth  of  the  nation's  money 
supply.   It  includes  the  members  of  the  Board  of  Governors  of  the 
Federal  Reserve  System  and  five  representatives  of  the  12  Federal 
Reserve  Banks. 

Federal  Reserve  System.   The  central  banking  system  of  the  United 
States,  created  by  an  Act  of  Congress  (Federal  Reserve  Act)  in 
1913.   It  consists  of  regional  bankers'  banks  (12  Federal  Reserve 
banks  and  their  branches),  which  are  controlled  and  supervised  by 
the  Board  of  Governors  of  the  Federal  Reserve  System  in  Washington. 

Federal  Reserve  Wire  Network   (Fed  Wire).   A  communications 
network  among  banks,  operated  by  the  Federal  Reserve  System,  that 
electronically  transfers  funds  and  communicates  securities  trans- 
fers, economic  statistics,  and  general  administrative  information, 
mation. 
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Federal  Savings  and  Loan  Insurance  Corporation.   A  corporation 
created  by  federal  authority  to  insure  the  shares  and  accounts  of 
all  participating  savings  and  loan  associations  to  a  maximum  of 
$100,000  per  depositor. 

Group  banking.   A  legal  form  of  bank  organization  where  two  or 
more  independently  incorporated  banks  are  controlled  by  a  holding 
company.   It  differs  from  chain  banking  mainly  in  that  the 
ownership  is  held  by  another  corporation  rather  than  by  natural 
persons  as  in  chains. 

Insured  bank.   A  bank  that  subscribes  to  the  deposit  insurance 
plan  of  the  Federal  Deposit  Insurance  Corporation.   National 
banks  and  members  of  the  Federal  Reserve  System  must  subscribe  to 
the  plan.   A  state  banking  institution  that  does  not  subscribe  to 
this  plan  is  referred  to  as  a  noninsured  bank. 

Legal  reserve.   A  bank's  legal  reserve  is  the  portion  of  its 
deposits  (both  demand  deposits  and  time  deposits)  that  it  is 
required  by  law  to  maintain  in  the  form  of  cash,  readily  available 
balances,  or  certain  eligible  securities  for  the  protection  of 
depositors.   Members  of  the  Federal  Reserve  System  must  keep 
their  legal  reserves  in  cash  on  deposit  with  the  Federal  Reserve 
banks  of  their  respective  districts,  but  vault  cash  may  be  counted 
as  a  part  of  reserve  requirements.   The  amount  and  composition  of 
the  reserves  of  nonmember  banks  are  determined  by  the  laws  of  the 
respective  states. 

Member  banks.   Nationally  chartered  banks  that  are  members  of  the 
Federal  Reserve  System  are  referred  to  as  member  banks.   Banks 
with  a  national  charter  must  become  members  of  the  Federal  Reserve 
System. 

Multibank  holding  company.   A  holding  company  that  controls  the 
stock  of  two  or  more  banks. 

Money  supply  or  stock.   Generally  currency  in  circulation  (i.e., 
outside  the  Treasury,  the  Federal  Reserve  banks,  and  the  vaults 
of  commercial  banks)  plus  demand  deposits  at  all  commercial  banks 
other  than  those  due  to  domestic  commercial  banks  and  the  U.  S. 
government. 

Mutual  savings  bank.   Specialized  savings  institution  that  is 
owned  by  the  depositors  and  managed  for  them  by  a  self-perpetuating 
board  of  trustees.   It  has  no  capital  stock  and  therefore  no  stock- 
holders.  The  profits,  after  deductions  for  necessary  expenses 
and  for  conducting  the  business,  inure  wholly  to  the  benefit  of 
the  depositors  in  the  form  of  dividends  or  in  reserved  surplus 
for  their  greater  security.   It  is  the  same  as  a  savings  and  loan 
except  that  a  mutual  savings  bank  must  be  chartered  by  the  state 
government,  they  are  mutually  owned  but  managed  by  self -perpetuating 
boards  of  trustees,  and  state  laws  usually  set  a  maximum  on  the 
size  of  individual  deposits.   There  are  at  present  no  mutual 
savings  banks. 
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National  bank.   A  bank  with  a  federal  charter.   National  banks 
operate  entirely  under  federal  banking  laws.   A  corporation 
organized  under  a  federal  banking  law  (National  Bank  Act)  and 
authorized  to  do  a  general  or  commercial  banking  business,  that 
is,  receive  deposits,  operate  checking  accounts,  and  make  loans. 
It  usually  performs  a  variety  of  other  functions  as  well.   A 
national  bank  must  have  the  word  "national"  in  its  corporate 
title  or  the  initials  NBA  or  NA  (National  Banking  Association  or 
National  Association)  following  its  title.   Under  the  McFadden 
Act,  federally-chartered  banks  are  subject  to  the  same  branching 
restrictions  as  state  banks  in  the  states  in  which  they  operate. 

Negotiable  Order  of  Withdrawal   (NOW).   A  bill  payment  plan  in 
which  a  savings  account  withdrawal  ticket  becomes  a  negotiable 
instrument.   In  effect,  the  account  becomes  an  interest-bearing 
checking  account.   The  Depository  Institutions  Deregulation  and 
Monetary  Control  Act  of  1980  authorizes  NOW  accounts  for  savings 
and  loan  associations  beginning  after  December  31,  1980,  and 
share  drafts  for  credit  unions  after  March  31,  1980. 

Nonmember  banks.   State  chartered  banks  that  do  not  become  members 
of  the  Federal  Reserve  System. 

Open  market  operations.   The  purchase  and  sale  of  U.S.  obligations, 
municipal  obligations,  other  money  market  instruments  and  foreign 
exchange  by  the  Federal  Reserve  Banks.   These  operations  influence 
the  growth  of  the  nation's  money  supply. 

One-bank  holding  company.   A  holding  company  that  owns  controlling 
interest  in  the  stock  of  only  a  single  bank. 

Pay-by-phone .   A  service  enabling  customers  to  instruct  their 
financial  institution  via  telephone  to  initiate  one  or  more 
payments  from  their  accounts. 

Point-of-sale .   Systems  that  permit  bank  customers  to  effect 
transfers  of  funds  from  their  bank  accounts  and  other  financial 
transactions  at  retail  points  of  sale. 

Redlining.   Systematic  exclusion  of  certain  geographic  areas  — 
usually  high-risk,  low-income  neighborhoods  —  from  mortgage 
investment. 

Regulation  Q.  A  regulation  issued  by  the  Federal  Reserve  System 
establishing  maximum  interest  rates  on  time  and  savings  deposits 
of  member  banks. 

Regulation  Z.   So-called  truth-in-lending  regulation  adopted 
effective  July  1,  1969,  by  the  Board  of  Governors  of  the  Federal 
Reserve  System  to  implement  Title  1  (Truth  in  Lending  Act)  and 
Title  V  (General  Provisions)  of  the  Consumer  Protection  Act. 
Dealing  with  the  information  customers  of  consumer  credit  should 
be  given,  it  specifies,  among  other  things,  that  they  must  be 
told  the  exact  dollar  amount  of  the  finance  charge  and  the  annual 
percentage  rate  computed  on  the  unpaid  balance  of  the  loan. 
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Remote  electronic  banking.   Electronic  funds  transfer  system 
through  which  bank  customers  conduct  banking  business  at  a  location 
other  than  a  bank  office. 

Savings  and  loan  association.   A  state  or  federally  chartered 
financial  institution  that  accepts  savings  from  the  public  and 
invests  most  of  those  savings  in  mortgage  loans.   Savings  and 
loan  associations  sell  interest-bearing  savings  deposits  to 
customers  who  may  use  them  to  accumulate  savings  until  they  are 
needed. 

Savings  bank.   A  corporation  chartered  by  the  state  to  receive 
savings  deposits.   It  invests  those  deposits  for  the  most  part  in 
securities  (bonds)  and  real  estate  mortages.   Section  32-1-106,  MCA, 

State-member  banks.   State  chartered  banks  that  voluntarily  become 
members  of  the  Federal  Reserve  System  are  referred  to  as  state- 
member  banks. 

Treasury  notes.   An  intermediate-term  security  issued  by  the  U.S. 
Treasury  Department  with  a  maturity  of  from  one  to  five  years. 
Government  securities  maturing  in  a  year  or  less  are  called  bills 
and  certificates;  those  maturing  in  a  period  longer  than  five 
years  are  called  bonds. 


Unit  bank.   A  single  commercial  banking  corporation  operating  a 
single  banking  office  that  is  not  controlled  by  another  bank  or 
corporation  or  by  a  person  who  controls  another  bank,  and  does 
not  itself  control  another  bank. 
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BANKS  -  BACKGROUND  AND  HISTORY 

The  consensus  among  banking  authorities  in  the  United  States  is 
that  the  banking  system  should  be  a  sound,  stable,  and  profitable 
one  that  offers  the  widest  feasible  choice  of  banks  and  banking 
services,  requires  the  least  amount  of  government  regulation, 
operates  efficiently,  and  above  all,  is  responsive  to  the  changing 
needs  of  bank  customers. 

There  are  approximately  14,700  commercial  banks  in  the  United 
States.   This  figure  may  be  contrasted  with  Canada  which  has  only 
nine  chartered  banks  to  serve  its  dispersed  population,  or  the 
United  Kingdom  which  has  less  than  30  banks,  five  of  which  dominate 
British  banking. 

The  U.S.  banking  structure  has  been  kept  decentralized  by  deliberate 
public  policy.   In  the  United  States,  banks  owned  by  large 
corporations  share  a  market  with  independent  banks,  owned  by  one 
family,  or  stockholders  who  own  stock  in  relatively  few  banks. 

HISTORICAL  REVIEW 

The  first  and  second  banks  of  the  United  States  were  authorized 
to  operate  branches.   The  first  bank  to  operate  in  the  United 
States  was  headquartered  in  Philadelphia  and  located  its  eight 
branches  in  New  York,  Boston,  Baltimore,  Charleston,  Norfolk, 
Savannah,  Washington,  and  New  Orleans.   The  second  bank  to  operate 
in  the  United  States  established  a  total  of  25  branches.   Those 
persons  involved  in  state-chartered  banks  at  the  time  largely 
considered  these  first  federal  banks  to  be  monopolistic  and 
opposed  them. 

State  banks  with  branches  appeared  as  early  as  1792,  and  existed 
in  a  number  of  states  in  the  early  1800 's,  to  include  Virginia, 
Pennsylvania,  Vermont,  and  Kentucky. 

During  the  period  extending  roughly  from  1833  to  the  Civil  War 
there  was  a  gradual  increase  in  the  number  of  branches.   During 
the  Civil  War,  the  174  operating  branch  banks  virtually  all  came 
to  an  end.   At  this  time,  a  10%  bank  tax  imposed  by  the  National 
Bank  Act  contributed  to  the  decline  of  branches. 

In  1865  the  National  Bank  Act  was  amended  to  permit  a  state  bank 
which  converted  to  a  national  charter  to  retain  existing  branches, 
but  otherwise,  national  banks  had  no  branching  power.   There 
being  no  general  strong  economic  incentives  to  branch,  the 
authority  to  do  so,  or  absence  thereof,  was  of  no  great  consequence 
until  the  turn  of  the  century. 

During  the  first  20  years  of  the  twentieth  century,  economic 
conditions  favorable  to  the  development  of  banking  produced  an 
increase  in  the  number  of  banks  to  over  30,000,  while  branches 
rose  from  a  total  of  119  to  nearly  1,300. 
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In  the  early  1920 's  a  national  bank  established  a  branch  office 
in  St.  Louis.   But,  in  the  legal  case  which  ensued.  First  National 
Bank  V.  Missouri,  the  Supreme  Court  of  the  United  States  declined 
to  interpret  the  national  banking  statute  in  a  way  that  would 
permit  branching  across  state  lines  to  "conduct  business  necessary 
and  incidental  to  carrying  out  the  business  of  banking." 

The  McFadden  Act  was  passed  in  1927  to  permit  a  national  bank  to 
establish  branches  within  its  home  office  city  whenever  state 
banks  were  accorded  similar  power.   Within  30  months  of  the 
passage  of  the  McFadden  Act  the  number  of  branches  operated  by 
national  banks  more  than  doubled. 

The  next  significant  legislative  development  at  the  federal  level 
was  the  Banking  Act  of  1933.   This  enactment  authorized  national 
banks  to  establish  branching  anywhere  within  a  state  to  the  same 
extent  and  under  the  same  conditions  as  permitted  for  state 
chartered  banks.   Concurrently,  the  statutes  of  many  states 
relating  to  branching  laws  were  undergoing  liberalization.   Only 
nine  states  permitted  state  branching  in  1929,  but  the  number 
nearly  doubled  by  1935.   However,  the  commercial  banking  offices 
which  had  numbered  31,572  in  1920  fell  to  15,246  after  the 
depression.   During  the  decade  of  1935  to  1945,  the  number  of 
banking  offices  further  declined  by  311,  in  the  aftermath  of 
World  War  II. 

Several  factors  have  affected  the  recent  increase  in  branch 
banking  throughout  the  country  and  probably  the  most  important 
was  the  increased  demands  for  bank  services  and  the  rising  costs 
of  bank  operations.   Additionally,  the  rapid  growth  of  income  and 
population  after  World  War  II  increased  the  need  for  additional 
banking  facilities,  particularly  resulting  in  a  population  shift 
to  the  suburbs.   This,  coupled  with  the  large-scale  growth  of 
industrial  and  commercial  enterprises  in  suburban  metropolitan 
areas  caused  banks  to  either  branch,  as  law  would  permit,  or  merge 
with  existing  institutions. 

The  banking  structure,  as  it  exists  today,  is  a  product  of  legal 
and  regulatory  activities  as  much  as  it  is  of  economic  and 
sociological  factors.   The  last  major  federal  legislative 
development  was  the  Banking  Act  of  1933,  which  was  designed  to 
place  national  banks  on  the  same  competitive  plane  as  state  banks. 
There  were  several  subsequent  amendments  to  the  Act  in  1935, 
1952,  and  1962;  the  effect  of  these  was  merely  to  refine  further 
the  policy  of  treating  national  and  state  banks  on  the  same  terms 
with  respect  to  branching  authority. 

In  1960  Congress  enacted  the  Bank  Merger  Act,  which  somewhat 
controlled  bank  mergers  which  were  relegated  to  primarily  state 
laws  during  the  1950 's.   The  Bank  Holding  Company  Act  of  1956 
(with  1970  amendments)  brought  bank  holding  companies  under 
federal  anti-trust  laws.   The  Depository  Institutions  Deregulation 
and  Monitary  Control  Act  of  1980  has  far-reaching  impact  on  banks 
and  is  discussed  elsewhere  in  this  report. 
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Of  the  22  states  generally  classified  as  having  statewide  branching, 
only  11  have  no  statutory  limitations  whatsoever  on  the  location 
of  branches.   Most  other  states  limit  branching  to  geographical 
limitations  or  limtations  within  political  subdivisions.   Many 
states,  taking  advantage  of  the  fact  that  the  state  is  already 
geographically  subdivided  by  counties,  will  key  their  branching 
system  to  those  boundaries  by  either  permitting  branching  within 
the  home  office  county,  or  permitting  branching  in  the  home  office 
and  contiguous  counties  as  well. 

Pennsylvania,  for  example,  permits  a  bank  to  branch  within  its 
home  office  county  or  any  contiguous  county.   Mississippi,  on  the 
other  hand,  specifies  a  radius  of  100  miles  from  the  home  office. 

In  12  states  branching  is  prohibited. 

Since  1951,  only  Montana  has  moved  to  a  more  restrictive  branching 
classification.   This  occurred  in  1969  when  the  state  repealed  a 
statute  which  had  authorized,  under  certain  circumstances, 
branching  via  merger  in  the  location  of  the  consolidating  banks. 
In  contrast,  10  states  have  passed  laws  since  1951  resulting  in 
more  liberal  branching  classifications. 

GROUP  BANKING 

Multiple  office  banking  must  be  considered  when  addressing  the 

branching  issue. 

Chain  banking  is  a  form  of  multi-office  banking  whereby  a  number 
of  independently  chartered  banks  are  controlled  by  the  same 
individual  or  individuals.   Most  states  do  not  have  laws  governing 
this  form  of  banking  organization.   In  Montana,  chain  banking  is 
permitted . 

Group  banking  is  somewhat  like  chain  banking  taken  one  step 
further,  in  that  group  banking  mainly  utilizes  the  holding  company 
method  of  control.   The  Bank  Holding  Company  Act  of  1956  defined 
multi-bank  holding  companies  as  companies  controlling  25%  or  more 
of  the  voting  stock  of  at  least  two  banks  or  the  election  of  a 
majority  of  their  directors. 

In-state,  and  out-of-state  holding  companies  now  own  banks  in 
Montana. 


INTERSTATE  BRANCHING 

With  certain  historical  exceptions,  interstate  branching  is  for 
all  practical  purposes  prohibited.   Nevertheless,  since  1973  bank 
superintendents  in  various  states,  particularly  New  York  state, 
have  actively  sought  the  passage  of  interstate  branching  laws  in 
the  United  States  Congress. 
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MONTANA  BANK  OWNERSHIP 

The  mission  of  this  study  committee  was  to  review  the  development 
of  banking  in  Montana  and  to  determine  if  the  people  of  this 
state  would  be  better  served  by  a  system  that  allows  statewide 
branching  or  some  modified  branching  system. 

Branching  of  banks  has  not  been  allowed  since  the  state's  banking 
laws  were  revised  in  1927,  and  because  state  banks  cannot  branch, 
the  McFadden  Act  prohibits  national  banks  from  branching  in  this 
state.   Montana's  laws  were  modified  slightly  in  the  past  two 
decades  to  allow  a  bank  to  establish  detached  drive-in  facilities 
and  to  utilize  electronic  funds  transfer  systems. 

From  the  information  gathered  for  this  study,  the  committee  found 
that  Montana  banks  could  be  identified  generally  by  these  charac- 
teristics of  ownership: 

1.  Family  Bank  -  usually  the  total  assets  of  the  bank  are  owned 
by  a  family,  in  most  instances,  this  form  is  family-run. 

2.  A  bank  where  the  majority  of  stock  is  owned  by  one  family  - 
under  this  form  of  banking,  the  bank  is  not  necessarily  run  by 
the  family  owning  the  majority  of  the  stock,  as  many  times  the 
president  is  hired  to  run  the  day-to-day  operations  of  the  bank. 

3.  Community-owned  bank  -  exemplified  by  multiple  stock  ownership 
(usually  10  or  less  stock  owners). 

4.  Chain  bank  -  one  individual  owner  controls  the  stock  in,  or 
is  the  sole  owner  of  stock  in  more  than  one  bank. 


5.   In-state  holding  company 
banks  all  in  the  same  state. 


this  form  is  characterized  by  many 


a)  Bank  of  Montana  System 

b)  Montana  Bank  System 

Usually  an  in-state  holding  company  sells  public  over-the  counter 
stock.   In  most  cases  the  banks  owned  by  an  in-state  holding 
company  will  be  state  chartered  banks. 

6.   Out-of-state  holding  companies  -  usually  have  more  than  one 
bank  in  more  than  one  state.   A  holding  company  is  a  corporation 
formed  to  hold  stock  (usually  controlling)  in  more  than  one  bank. 
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DEPARTMENT  OF  BUSINESS  REGULATION 

Helena,  Montana 

TOTAL  RESOURCES  -  MONTANA  BANKS 

June  30,  1980 

(Figures  in  Thousands) 


Name  and  Address  of  Bank 


June  30,  1980 
Total  Resources 


1.  First  Bank,  N.A.,  Billings 

2.  Security  Bank,  N.A.,  Billings 

3.  First  National  Bank,  Great  Falls 

4.  First  Northwestern  National  Bank,  Billings 

5.  Northwestern  National  Bank,  Great  Falls 

6.  First  Bank  N.A.,  Western  Montana,  Missoula 

7.  First  National  Montana  Bank,  Missoula 

8.  First  Metals  Bank  &  Trust  Co.,  Butte 

9.  Montana  Bank,  Great  Falls 

10.  Northwestern  Bank  of  Helena,  Helena 

11.  First  National  Bank,  Bozeraan 

12.  Conrad  National  Bank,  Kalispell 

13.  First  National  Bank,  Anaconda 

14.  First  Security  Bank,  Bozeman 

15.  First  National  Bank  &  Trust,  Helena 

16.  First  Northwestern  National  Bank,  Kalispell 

17.  First  National  Bank,  Miles  City 

18.  First  Security  Bank  &  Trust  Co.,  Miles  City 

19.  First  National  Bank,  Lewistown 

20.  First  Westside  National  Bank,  Great  Falls 

21.  First  National  Bank,  Havre 

22.  Northwestern  Bank  of  Lewistown,  Lewistown 

23.  First  Citizens  Bank,  Billings 

24.  Citizens  Bank  of  Montana,  Havre 

25.  First  National  Bank,  Glendive 

26.  Richland  National  Bank,  Sidney 

27.  First  National  Park  Bank,  Livingston 

28.  The  First  National  Bank,  Glasgow 

29.  First  Bank  N.A.,  Southside  Missoula,  Missoula 

30.  Fanners  State  Bank,  Conrad 

31.  Montana  Bank  of  Sidney,  N.A.,  Sidney 

32.  First  Security  Bank,  Glendive 

33.  First  Security  Bank,  Livingston 

34.  First  State  Bank,  Shelby 

35.  First  Bank-West  Billings,  Billings 

36.  First  Security  Bank,  Glasgow 

37.  Big  Horn  Bank,  Hardin 

38.  First  State  Bank,  Forsyth 

39.  State  Bank  f.   Trust  Co.,    Dillon 

40.  Citizens  State  Bank,  Hamilton 

41.  Security  State  Bank,  I'lentywood 

42.  Ravalli  County  Bank,  Hamilton 

43.  First  State  Bank,  Malta 

44.  Western  National  Bank,  Wolf  Point 

45.  The  Yellowstone  Bank,  Laurel 

46.  Valley  Bank  of  Kalispell,  Kalispell 

47.  First  National  Bank,  Libby 

48.  Miners  Bank  of  Montana,  Butte 

49.  Bank  of  Glacier  County,  Cut  Bank 

50.  Montana  Bank  of  Bozeman,  N.A.,  Bozeraan 


$240, 

591 

239, 

522 

163, 

594 

159, 

047 

126 

163 

122 

183 

112, 

697 

96 

791 

92, 

462 

91, 

591 

88, 

948 

86, 

118 

83 

619 

76 

278 

74 

139 

70 

532 

70 

499 

68 

464 

60 

038 

59 

718 

49 

506 

49 

487 

48 

408 

46 

877 

46 

650 

43 

,948 

43 

,858 

41 

,612 

41 

,144 

40 

,885 

40 

,518 

39 

,812 

39 

,605 

37 

,959 

35 

,752 

35 

,178 

34 

,694 

33 

,888 

32 

,941 

12 

.  564 

32 

.5  55 

31 

,749 

31 

.315 

31 

,  064 

30 

,287 

30 

,029 

29 

,843 

29 

,758 

29 

,675 

29 

,657 

-11- 


Name  and  Address  of  Bank 

51.  First  Northwestern  National  Bank,  Dillon 

52.  Security  State  Bank,  Poison 

53.  First  State  Bank,  Fort  Benton 
5A.  Ronan  State  Bank,  Ronan 

55.  Bank  of  Columbia  Falls,  Columbia  Falls 

56.  Montana  National  Bank,  Plentywood 

57.  First  Security  Bank,  Helena 

58.  Montana  Bank  of  South  Missoula,  Missoula 

59.  First  National  Bank,  Whitefish 

60.  Toole  County  State  Bank,  Shelby 

61.  Citizens  Bank  &  Trust  Co.,  Big  Timber 

62.  Montana  Bank  of  Butte,  N.A. ,  Butte 

63.  Bank  of  Baker,  Baker 

6A .  The  Yellowstone  Bank,  Columbus 

65.  First  Security  Bank,  Anaconda 

66.  Citizens  State  Bank,  Scobey 

67.  Citizens  First  National  Bank,  Wolf  I'oint 

68.  Little  Horn  State  Bank,  Hardin 

69.  Farmers  State  Bank,  Victor 

70.  Western  Bank  of  Chinook,  N.A.,  Chinook 

71.  First  Security  I$ank,  Havn- 

72.  Missoula  Bank  of  Montana,  Missoula 

73.  State  Bank  of  Terry,  Terry 

74.  Central  Bank  of  Montana,  Great  FalJ s 

75.  Liberty  Bank  of  Montana,  Chester 

76.  Western  Bank,  Bozeman 

77.  First  State  Bank  of  Montana,  Thompson  Falls 

78.  Montana  Bank  of  Roundup,  Roundup 

79.  Montana  Bank  of  Circle,  N.A.,  Circle 

80.  pank  of  Montana,  Helena 

81.  Powder  River  County  Bank,  Broadus 

82.  Deer  Lodge  &  Trust  Co.,  Deer  Lodge 

83.  Basin  State  Bank,  Stanford 

84.  First  National  Bank,  Plains 

85.  The  United  States  National  Bank,  Red  Lodge 

86.  First  Security  Bank,  Roundup 

87.  Culbertson  State  Bank,  Culbertson 

88.  Eastside  Bank  of  Montana,  Great  Falls 

89.  Traders  State  Bank,  Poplar 

90.  Northern  Bank  of  Montana,  Big  Sandy 

91.  Manhattan  State  Bank,  Manhattan 

92.  Montana  Bank  of  Baker,  N.A.,  Baker 

93.  The  Village  Bank,  Great  Falls 

9A.  Montana  Bank  of  Red  Lodge,  Red  Lodge 

95.  State  Bank  of  Townsend,  Townsend 

96.  The  First  National  Bank,  Fairfield 

97.  Western  Bank,  Billings 

98.  First  State  Bank  of  Whitefish,  Whitefish 

99.  First  Citizens  Bank,  Miles  City 

100.  First  Security  Bank,  Missoula 

101.  Continental  National  Bank,  Harlowton 

102.  First  National  Bank,  Cut  Bank 

103.  Montana  Bank  of  Billings,  Billings 

104.  First  State  Bank,  Stevensville 

105.  Blaine  Bank  of  Montana,  Chinook 

106.  First  United  Bank,  Sidney 

107.  I'irst  State  Bank,  Froid 

108.  Flint  Creek  Valley  Bank,  Philipsburg 


Total  Resources 


29,151 

28 

960 

27 

851 

27 

389 

26 

238 

25 

593 

25 

403 

25 

025 

24 

,563 

23 

,367 

22 

996 

22 

,992 

22 

,700 

22 

.247 

22 

,014 

21 

,996 

■  21 

648 

20 

890 

19 

770 

19 

213 

19 

207 

19 

176 

18 

946 

18 

861 

18, 

617 

18, 

509 

18 

251 

17, 

804 

17, 

761 

17, 

679 

17, 

607 

17 

511 

17, 

166 

17 

138 

16 

846 

16 

824 

16 

387 

16 

251 

15 

877 

15 

770 

15 

641 

15, 

634 

15 

459 

15 

208 

14 

963 

14 

899 

14 

376 

14 

283 

13, 

935 

13, 

795 

13, 

792 

13, 

663 

13, 

596 

13, 

512 

13, 

425 

13 

393 

13 

033 

12 

890 
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Name  and  Address  of  Bank 

109.  First  Citizens  Bank,  Poison 

110.  First  National  Bank  &  Trust,  Wibaux 

111.  Montana  Bank  of  Belgrade,  Belgrade 

112.  The  First  National  Bank,  Ekalaka 

113.  Citizens  State  Bank,  Chotoau 

114.  Rimrock  Bank,  Billings 

115.  Treasure  State  Bank,  Glasgow 

116.  Western  State,  Billings 

117.  Pondera  Bank  of  Montana,  Conrad 

118.  Glacier  National  Bank,  Columbia  Falls 

119.  United  National  Bank,  Libby 

120.  First  Security  Bank,  Laurel 

121.  Flathead  Bank,  Bigfork 

122.  Montana  Bank  of  Mineral  County,  Superior 
123-  Security  State  Bank,  llarltMii 

124.  Belt  Valley  Bank,  Belt 

125.  First  National  Bank,  White  Sulphur  Si>rings 

126.  First  National  Bank,  Browning 

127.  First  Security  Bank,  Malta 

128.  First  National  Bank,  Eureka 

129.  Garfield  County  Bank,  Jordan 

130.  First  Security  Bank,  Kalispell 

131.  Farmers  State  Bank,  Worden 

132.  Bank  of  Sheridan,  Sheridan 

133.  First  Madison  Valley  Bank,  Ennis 

134.  First  Security  Bank,  Big  Timber 

135.  Yellowstone  Bank,  Absarokee 

136.  Richey  National  Bank,  Richey 

137.  Farmers  Merchants  Bank  of  Montana,  Rudyanl 

138.  Bank  of  Bridger,  Bridger 

139.  First  Citizens  Bank,  lUitti- 

140.  First  National  Bank,  Twin  Bridges 

141.  Whitehall  State  Bank,  Whitehall 

142.  First  National  Bank,  Hysham 

143-  The  First  National  Bank,  Geraldine 

144.  Security  Bank,  Colstrip 

145.  Bank  of  Fairview,  Fairview 

146.  Lake  County  Bank,  St.  Ignatius 

147.  Clarks  Fork  National  Bank,  Fromberg 

148.  First  Security  Bank,  Deer  Lodge 

149.  Valier  Bank  of  Montana,  Valier 

150.  First  Fidelity  B.ink ,  Clciulivi' 

151.  F.iiiiiiMS  Slate  Bank,  Di-uLon 

152.  Val ley  Bank,  Helena 

153.  First  Security  Bank,  West  Yellowstoni; 
154-  Dutton  State  Bank,  Button 

155.  First  Boulder  Valley  Bank,  Boulder 

156.  United  Bank  of  Absarokee,  N.A.,  Absarokee 

157.  Stockmcns  Bank,  Cascade 

158.  Security  Bank  of  Three  Forks,  Three  Forks 

159.  Cheyenne  Western  Bank,  Ashland 

160.  First  National  Bank,  Hinsdale 

161.  Midstate  Bank,  Lowistown 

162.  The  First  Bank  of  Lincoln,  Lincoln 

163.  Pioneer  Bank,  Billings 

164 .  Northwestern  Union  Trust  Co. ,  Helena 

165.  First  Trust  Company  of  Montana,  Helena 

166.  Trust  Corporation  of  Montana,  Great  Falls 


Total 

Resources 

12,686 

12. 

513 

12, 

491 

12, 

315 

12 

257 

12 

179 

11 

906 

11 

,869 

11 

,798 

11 

,635 

11 

,580 

11 

563 

11 

,332 

11 

,305 

11 

296 

11 

262 

11 

241 

11 

042 

10 

664 

10 

649 

10 

620 

9 

876 

9 

615 

9 

509 

9 

344 

9 

167 

8 

,658 

8 

,645 

8 

,549 

8 

,491 

8 

,220 

8 

,216 

8 

,199 

8 

,136 

8 

,108 

8 

,058 

8 

,047 

7 

,586 

7 

,378 

7 

,274 

7 

,227 

7 

,152 

7 

,128 

6 

,517 

6 

,315 

5 

,790 

5 

,683 

5 

,488 

4 

,775 

4 

,503 

4 

497 

3 

,978 

3 

868 

2 

,962 

2 

875 

1 

020 

468 

216 

4,877 

644 
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MONTANA  BANKING  SYSTEMS 
OUT-OF-STATE  HOLDING  COMPANY  (CORPORATE  BANKS) 
FIRST  BANK  SYSTEM  -  MINNEAPOLIS 


NAME 

First  Bank 

First  National 

First  Bank, 

Western  Montana 

First  Metals 

First  National 

First  National 

First  National 

First  National 

First  Westside  Nat'l 

First  National 

First  National  Park 

First  Bank,  Southside 

First  Bank-West 
Billings 

First  State  Bank 

First  State  Bank 

First  Trust  Co. 

16  Units 


LOCATION 
Billings 
Great  Falls 
Missoula 

Butte 

Helena 

Bozeinan 

Miles  City 

Lewis town 

Great  Falls 

Havre 

Livingston 

Missoula 

Billings 

Forsyth 
Fort  Benton 
Helena 


TOTAL  RESOURCES 
JUNE  30,  1980 

$    240,591,000 

163,594,000 

122,183,000 

96,462,000 
91,591,000 
88,948,000 
70,499,000 
60,038,000 
59,718,000 
49,506,000 
43,858,000 
41,144,000 
35,572,000 

33,888,000 

27,851,000 

468,000 

$  1,208,968,000 
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MONTANA  BANKING  SYSTEMS 
OUT-OF-STATE  HOLDING  COMPANY 
NORTHWEST  BANCORPORATION  -  MINNEAPOLIS 


NAME 

First  Northwestern 
National 

Northwestern  National 

Northwestern  Bank 

First  National 

First  Northwestern 
National 

Northwestern  Bank 

First  Northwestern 
National 

Northwestern  Union 
Trust  Company 

8  Units 


LOCATION 
Billings 

Great  Falls 
Helena. 
Anaconda 
Kalispell 

Lewis town 
Dillon 

Helena 


TOTAL  RESOURCES 
JUNE  30,  1980 

$    159,047,000 


126,163,000 
91,591,000 
83,619,000 
70,532,000 

49,487,000 
29,151,000 

1,020,000 
610,610,000 
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MONTANA  BANKING  SYSTEMS 
OUT-OF-STATE  HOLDING  COMPANY 
WESTERN  BANCORPORATION  -  LOS  ANGELES 

TOTAL  RESOURCES 
NAME  LOCATION  JUNE  30,  1980 

Montana  Bank  Great  Falls         $    92,462,000 

Conrad  National  Kalispell  86,118,000 

Bank  of  Glacier  County   Cut  Bank  29,675,000 


3  Units  $   208,255,000 
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MONTANA  BANKING  SYSTEMS 
IN-STATE  HOLDING  COMPANY 
BANK  OF  MONTANA  SYSTEM*  -  GREAT  FALLS 


NAME 

Citizens  Bank  of  Mt. 

First  Security  Bank 
of  Mt. ,  N.A. 

Miners  Bank  of  Mt.  NA 

Missoula  Bank  of  Mt. 

Central  Bank  of  Mt. 

Liberty  Bank  of  Mt. 

First  State  Bank  of  Mt. 

Bank  of  Montana 

Eastside  Bank  of  Mt. 

Northern  Bank  of  Mt. 

Blaine  Bank  of  Mt. 

Pondera  Bank  of  Mt. 

Farmers-Merchants  of  Mt. 

Valier  Bank  of  Mt. 

Midstate  Bank 

Trust  Corporation  of  Mt. 

16  Units 


*Naine  change  from  Bancorporation  of  Montana 


LOCATION 

Havre 

Glasgow 

Butte 
Missoula 
Great  Falls 
Chester 
Thompson  Falls 
Helena 
Great  Falls 
Big  Sandy 
Chinook 
Conrad 
Rudyard  • 
Valier 
Lewis town 
Great  Falls 


TOTAL  RESOURCES 
JUNE  30,  1980 

$    46,877,000 

35,178,000 

29,758,000 

19,176,000 

18,861,000 

18,617,000 

18,251,000 

17,679,000 

16,251,000 

15,770,000 

13,425,000 

11,798,000 

8,549,000 

7,227,000 

3,868,000 

216,000 

$   281,501,000 
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MONTANA  BANKING  SYSTEMS  "' 
IN-STATE  HOLDING  COMPANY 

SECURITY  BANKSHARES  -  BILLINGS  *  : 

TOTAL  RESOURCES 

NAME                       LOCATION  JUNE  30,  19  8  0 

Security  Bank,  NA        Billings  $    239,522,000 

Big  Horn  Bank            Hardin  34,694,000 

Rimrock  Bank             Billings  12,179,000 

Security  Bank            Colstrip  8,058,000 

Pioneer  Bank             Billings  2,875,000 


5  Units  $    297,328,000 
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MONTANA  BANKING  SYSTEMS 
CHAIN  BANK  SYSTEM 
ELDON  KUHN'S  -  GROUP 


NAME  LOCATION 

First  Nat'l  Mt.  Bank  Missoula 

Mt.  Bank  of  Sidney  Sidney 

Mt.  Bank  of  Bozeman,  NA  Bozeman 

Mt.  Bank  of  S.  Missoula  Missoula 

Mt.  Bank  of  Butte,  NA  Butte 

Mt.  Bank  of  Roundup,  NA  Roundup 

Mt.  Bank  of  Circle,  NA  Circle 

Mt.  Bank  of  Baker,  NA  Baker 

Mt.  Bank  of  Red  Lodge,  NA  Red  Lodge 

Montana  Bank  Billings 

Mt.  Bank  of  Belgrade  Belgrade 
Mt.  Bank  of  Mineral  County    Superior 

12  Units 


TOTAL  RESOURCES 
JUNE  30,  1980 

$    112,697,000 

40,518,000 

29,657,000 

25,025,000 

22,992,000 

17,804,000 

17,761,000 

15,634,000 

15,208,000 

13,596,000 

12,491,000 

11,305,000 

$    334,688,000 


Montana  Bank  of  Browning,  NA,  Montana  Bank,  Fairview,  Montana 
Bank  of  Richey,  NA  and  Montana  Bank  of  Absarokee,  NA  are  no 
longer  Eldon  Kuhn's  group. 
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MONTANA  BANKING  SYSTEMS 

CHAIN  BANK  SYSTEM 

STEVE  ADAMS  GROUP  -  MINNEAPOLIS 


NAME 

Montana  National  Bank 
United  States  National 
First  State  Bank 
Security  State  Bank 
Bank  of  Sheridan 
Bank  of  Bridger 
First  National  Bank 
Bank  of  Fairview 
Security  Bank 
First  National  Bank 

10  Units 


LOCATION 

Plenty wood 

Red  Lodge 

Stevensville 

Harlem 

Sheridan 

Bridger 

Twin  Bridges 

Fairview 

Three  Forks 

Hinsdale 


TOTAL  RESOURCES 
JUNE  30,  1980 

$    25,593,000 

16,846,000 

13,512,000 

11,296,000 

9,509,000 

8,491,000 

8,216,000 

8,047,000 

4,503,000 

3,978,000 

$  109,991,000 
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NEW  FEDERAL  RULES 


Congress  early  in  1980  enacted  a  sweeping  revision  of  the 
laws  regulating  the  nation's  financial  industry  and  changed 
sharply  the  competitive  balance  between  the  various  types  of 
institutions  that  shelter  the  people's  money  and  provide  the 
credit  for  business,  personal  and  governmental  needs. 

Many  veteran  bankers  viewed  the  changes  effected  by  the 
Depository  Institutions  Deregulation  and  Monetary  Control  Act  of 
1980  as  rewriting  the  rules  of  the  financial  game,  from  Federal 
Reserve  membership  to  the  virtual  obliteration  of  functional 
differences  between  financial  institutions.   The  bill  signed  by 
President  Carter  on  March  31,  1980,  deprives  the  commercial  bank 
of  its  unique  position  as  the  sole  purveyor  of  checking  account 
service  and  makes  other  changes  in  traditional  roles  of  compet- 
itive institutions. 

Major  provisions  of  the  new  law  cover: 

Expanded  Federal  Reserve  Board  management  of  the  monetary 
system. 

Phase-out  of  interest  rate  ceilings  on  deposits. 

Permanent  authority  for  financial  services  of  automatic 
transfers,  remote  service  units  and  share  drafts,  and 
extension  of  Negotiable  Order  of  Withdrawal  (NOW)  accounts 
nationwide . 

Expanded  powers,  especially  in  the  areas  of  consumer  credit 
and  trusts,  for  savings  and  loan  associations  (S&L's)  and 
mutual  savings  banks  (MSB's). 

Federal  override  of  state  usury  laws. 

Simplified  disclosure  requirements,  mainly  for  closed-end 
credit,  for  Truth  in  Lending. 

FEDERAL  RESERVE  ISSUE:   Expansion  of  reserve  requirements  to  all 
depository  institutions  for  all  transaction  accounts  and  for 
all  nonpersonal  time  deposits  and  establishment  in  certain  circum- 
stances of  a  supplemental  reserve  requirement  for  transaction 
accounts  increases  the  Federal  Reserve's  control  over  the  monetary 
system. 

Reserve  requirements  are  reduced  for  almost  all  Federal  Reserve 
members . 
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Reserves  against  NOW  accounts  will  be  required  as  soon  as  NOW 
accounts  are  offered,  and  the  law  authorizes  NOW  accounts  after 
December  31,  1980. 

REGULATION  Q:  Interest  rate  controls  will  end  March  31,  1986. 
The  phaseout  is  gradual,  and  the  law  says  only  that  market  rates 
should  be  reached  as  soon  as  is  feasible.  The  law  suggests,  but 
does  not  mandate,  a  stepped  removal  of  rate  controls  with  a  rate 
increase  of  one-fourth  of  one  percent  by  September  1981,  one-half 
of  one  percent  increase  by  March  1983,  and  increases  of  at  least 
one-half  of  one  percent  no  later  than  March  1984,  1985  and  1986. 

Thrift  institutions  will  retain  their  one-fourth  of  one 
percent  rate  differential  during  the  phase-out. 

WIDER  AUTHORITY  FOR  BANK  COMPETITORS:  The  new  legislation  opens 
to  other  financial  institutions  endeavors  that  were  previously 
the  exclusive  province  of  banks,  whose  proprietors  see  these 
innovations  as  intrusions  upon  their  legitimate  fields  of  profit- 
ability. 

All  federally  insured  S&L's  may  now  operate  remote  service 
units,  offer  NOW  accounts  after  December  31,  1980,  offer  con- 
sumer loans,  credit  cards  and  lines  of  credit,  lend  to  customers 
without  geographic  restriction,  and  offer  mortgage  loans  of 
unlimited  amounts. 

Federal  mutual  savings  banks  (MSB),  of  which  there  are  none 
at  present,  are  authorized  to  invest  up  to  five  percent  of  assets 
in  commercial  loans  and  to  accept  demand  deposits  from  their 
corporate  loan  customers. 

Credit  unions  are  freed  from  the  12  percent  interest  ceiling 
oii  loan  interest,  which  may  rise  to  15  percent  with  the  National 
Credit  Union  Administration  authorized  to  raise  the  rate  above 
that  maximum  for  periods  of  up  to  18  months.   Share  drafts, 
instruments  for  third  party  transfers  of  funds,  are  allowed  for 
credit  unions,  beginning  March  31,  1980. 

USURY  LAWS:  State  usury  ceilings  are  set  aside,  for  home  mortgage 
loans,  including  mobile  homes,  and  no  federal  ceiling  is  mandated. 

The  federal  override  will  be  permanent  unless  a  state,  by 
legislative  action  or  by  voter  referendum,  re-imposes  usury 
ceilings  by  April  1,  1983. 
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For  all  business  and  agricultural  loans  of  more  than  $25,000, 
state  usury  laws  are  pre-empted  until  April  1,  1983.   These  loans 
can  be  made  at  a  rate  of  up  to  five  percent  above  the  discount 
rate  plus  surcharge  of  Federal  Reserve  Bank  for  the  lender's 
district. 

State  federally  insured  institutions  are  given  competitive 
parity  with  national  banks  by  being  allowed  to  lend  at  up  to  one 
percent  over  the  discount  rate. 

TRUTH  IN  LENDING:  Disclosure  requirements  are  streamlined,  espec- 
ially for  closed-end  credit,  effective  by  March  31,  1982. 

The  new  law  exempts  many  forms  of  credit  from  procedures  that 
were  time-consuming  and  costly  and  of  little  benefit  to  the  borrower. 

OTHER  CHANGES:  The  1980  law  made  many  other  changes  including 
raising  the  maximum  coverage  under  Federal  Deposit  Insurance  to 
$100,000  from  $40,000  and  banning  interstate  trust  offices  until 
October  1,  1981. 
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STUDY  COMMITTEE  DELIBERATIONS 

The  interim  Study  Committee  on  Branching  of  Financial  Insti- 
tutions devoted  more  than  a  year  to  its  review  of  the  complex 
relationships  between  the  segments  of  America's  banking  network 
and  of  the  laws  that  prescribe  their  activities. 

The  committee  convened  five  times  in  Helena  and  testimony  was 
heard  at  two  of  those  sessions.  During  these  hearings,  the  committee 
received  divergent  opinions  about  the  need  or  lack  of  need  for 
modification  of  Montana  law  to  authorize  additional  offices  or 
service  facilities  for  banks  doing  business  in  the  state. 

Generalizations  are  never  completely  realistic,  yet  it  is  a 
reasonable  characterization  that  the  smaller,  independent  banks 
opposed  any  change  in  the  law  and  favored  preservation  of  Montana's 
sharply  restricted  unit  banking  system.   Strongest  sentiment  for 
revision  of  the  law  to  allow  branching  was  expressed  by  banks  that 
belong  to  the  out-of-state  holding  companies. 

BANKERS '  PROPOSALS 

Both  of  these  factions  are  included  in  the  membership  of  the 
Montana  Bankers  Association  which  designated  a  task  force  to  attempt 
to  find  a  position  where  extremes  could  meet  in  relative  harmony. 
This  group's  effort  was  augmented  by  a  survey  of  the  entire  member- 
ship that  revealed  the  state's  bankers  were  clinging  to  their 
established  positions. 

Prefaced  by  a  declaration  that  a  majority  of  its  membership 
remained  opposed  to  branching  in  any  form,  the  Montana  Bankers' 
Association  in  April,  1980,  proposed  a  compromise  that  would 
amend  the  state's  detached  facilities  law  to  allow  the  banks  so 
inclined  to  operate  additional  remote  teller  installations.   The 
proposal,  however,  did  not  suggest  that  branch  banks  be  allowed. 

The  MBA  proposal  also  stipulated  a  minimum  distance  of  1,500 
feet  between  an  additional  detached  facility  and  an  existing  bank. 
Locations  were  limited  to  no  farther  than  three  miles  beyond  the 
city  limits.   One  additional  detached  facility  would  be  allowed 
for  each  bank  in  a  city  of  less  than  50,000  and  two  for  each  bank 
in  a  city  over  50,000.   The  MBA  also  requested  that  all  financial 
institutions  be  subject  to  the  same  branching  restrictions  as  banks. 

A  smaller  group,  Montana  Independent  Bankers,  whose  members 
also  belong  to  Montana  Bankers  Association,  opposed  any  change  in 
present  law  and  vowed  to  fight  strenously  against  any  such  proposals 

Montana  savings  and  loan  associations  did  not  respond  to  request! 
for  participation  in  the  committee's  study. 
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CREDIT  UNIONS 

The  Montana  Credit  Unions  League  was  represented  at  each 
session  of  the  committee  and  clarified  the  group's  position  in 
regard  to  field  of  membership,  unique  to  credit  unions,  and  to 
statewide  dispersal  of  members. 

Every  credit  union  is  limited  to  a  specific  field  of  membership, 
and  geographic  distribution  of  the  credit  union's  field  of  member- 
ship, granted  under  its  charter,  determines  its  need  to  establish 
a  branch  office  or  member-services  facility.   Establishment  of 
a  credit  union  branch  does  not  penetrate  a  new  market;  it  only 
makes  the  services  more  convenient  or  accessible  to  the  very 
same  number  of  potential  or  eligible  members  (field  of  membership.) 

The  credit  unions  league  objected  to  the  portion  of  the  MBA 
proposal  that  would  make  all  financial  institutions  subject  to  the 
three-mile  limitation  on  branches. 


FEDERAL  RESERVE  BANK'S  REPORT 

The  Federal  Reserve  Bank  of  Minneapolis,  which  should  be  a 
disinterested  listener  to  the  argument  among  its  members  over  the 
merits  of  branching,  provided  additional  perspectives  on  the  sub- 
ject in  the  findings  of  a  study  by  two  of  its  economists.   This 
study  reviewed  the  impact  of  branch  banking  laws  vs.  unit  banking 
laws . 

The  Fed's  study  favored  branching.   The  researchers  found  branch 
banks,  compared  with  unit  banks,  had  higher  loan-to-deposit  ratios, 
were  more  efficient  judged  by  expense-to-asset  ratios,  and  did  not 
tend  to  drive  out  unit  banks.   Benefits  of  branching  were  found  to 
include  greater  number  of  banking  offices,  even  in  non-metropolitan 
areas,  and  wider  range  of  banking  services. 

COMPETITIVE  PRESSURES 

In  arriving  at  its  recommendations,  the  committee  recognized 
that  the  financial  industry  is  dynamic — continually  adjusting 
to  modifications  in  business  relationships,  living  patterns  and 
community  structure. 

The  committee  found  that  commercial  banks  were  experiencing 
increasing  competitive  pressures  on  their  share  of  the  market. 
Principal  sources  of  this  pressure  were  credit  unions  and  savings 
and  loan  associations,  both  of  which  enjoy  greater  freedom  of 
movement  in  locating  offices  to  correspond  to  community  growth 
patterns  or  to  shifts  in  centers  of  business  activity. 

Recent  changes  in  law  also  allowed  these  competitors  to 
invade  areas  such  as  demand  accounts  that  had  previously  been  the 
exclusive  domain  of  commercial  banks. 
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The  committee  decided  that  banks  needed  some  relaxation  of 
restrictions  to  be  able  to  respond  to  the  challenges  of  their 
competitors.   The  proposal  by  the  Montana  Bankers  Association  was 
seen  as  insufficient  to  satisfy  the  need.   Consequently  the 
committee  proposed  legislation  that  enlarged  upon  those  recommen- 
dations without  opening  the  doors  to  widespread  branching  in  Montana 


-28- 


STUDY  COMMITTEE  RECOMMENDATIONS 

At  a  working  session  on  June  17,  1980,  the  committee  instructed 
its  staff  to  draw  a  bill  based  on  the  recommendations  of  the 
Montana  Bankers  Association  with  broadened  provisions  to  allow 
the  individual  banks  the  alternative  of  installing  either  an  addi- 
tional detached  teller  facility  or  a  full-scale  branch.   The 
original  draft,  at  the  committee's  instruction,  also  contained  a 
sunset  clause  providing  for  automatic  repeal  on  January  1,  1989. 
The  committee  also  requested  a  section  requiring  the  state  banking 
board  to  approve  an  application  for  a  bank  branch  unless  a  "com- 
pelling reason"  can  be  shown  for  denial.   Competition  alone  was 
not  a  sufficiently  compelling  reason. 

The  committee  also  instructed  the  staff  to  draw  separate 
bills  authorizing  branching  of  credit  unions  and  savings  and 
loans  associations  under  restrictions  similar  to  those  in  branch 
bank  bill. 

The  bank  branching  bill  was  completed  and  circulated  to 
committee  members  and  interested  persons  more  than  a  month  prior 
to  the  August  26,  1980,  meeting.   On  that  day  the  credit  union 
and  savings  and  loan  branching  bills  were  presented  to  the 
committee  for  the  first  time. 

The  bank  branching  bill,  LC  27,  was  closely  scrutinized  by 
the  committee,  which  voted  to  strike  the  sunset  clause,  to  which 
bankers  objected  unanimously.   After  several  changes  in  language, 
the  committee  voted  to  accept  LC  27  as  amended  and  to  recommend 
it  for  enactment  by  the  47th  legislature,  although  several  committee 
members  hedged  their  approval  of  various  sections  by  noting 
qualified  affirmation. 

CREDIT  UNIONS'  ADDITIONAL  OFFICES 

In  the  form  originally  submitted  by  staff  to  the  committee, 
LC  30  allowed  credit  unions  to  establish  branches  subject  to 
constraints  similar  to  those  imposed  on  banks  by  LC  27. 

At  the  meeting  on  August  26,  however,  the  Montana  Credit 
Unions'  League  submitted  a  shorter  bill  that  allowed  a  credit 
union  to  establish  an  additional  office  after  informing  the 
Department  of  Business  Regulation  of  its  intentions. 

The  committee  accepted  this  concept  with  some  amendments  of 
language  and  insertion  of  a  provision  to  allow  the  department  the 
"negative  option"  after  establishing  "compelling  reason."   The 
bill  also  disallowed  competition  as  sufficiently  compelling  reason. 

The  committee  recommended  LC  30,  as  amended  to  conform  to 
the  credit  unions'  league's  proposal,  for  enactment  by  the  legis- 
lature . 
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SAVINGS  AND  LOAN  ASSOCIATIONS 


Throughout  the  activities  of  the  study  committee,  Montana's 
savings  and  loan  associations  declined  to  respond  to  the  requests 
for  information. 

The  S&L's  indicated  they  had  no  desire  to  be  included 
within  the  scope  of  the  proposed  state  branching  legislation. 

Unlike  national  banks,  federally-chartered  S&L's  enjoy  the 
legal  authority  to  branch  regardless  of  state  law.  All  but  two 
of  Montana's  S&L's  are  federally  chartered,  the  director  of  the 
Department  of  Business  Regulation  informed  the  committee. 

The  committee  believed  that  because  only  two  state-chartered 
S&L's  are  operating  in  Montana,  there  is  no  compelling  need  for 
legislation  authorizing  branching.   For  this  reason  the  committee 
decided  to  refrain  from  recommending  introduction  of  the  draft 
bill  LC  31  that  would  have  authorized  branching  under  restrictions 
similar  to  those  in  LC  27,  the  bank  branching  bill. 
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1  BILL  ND. 

2  INTKQDUCED  BY  


3  BY  REgUFST  HF 

4  COMMITTEE  ON  BRANCHING  OF  FINAiMCIAL  INSTITUTIONS 
5 

6  A  BILL  FOR  AN  ACT   FNTITLEO:    "AN   ACT   AUTHORIZING   3KANCH 

t  BANKS   AND   ADDITIONAL   BANK  ORIVfc-IN  AND  WALK-UP  FACILITIES 

8  SUBJECT  TO  SPECIFIED  LIMITATIONS  AND  REQUIREMENTS;   AMENDING 

9  SECTIONS   32-I-202f   32-l-203»  32-l-372f  AND  32-6-103,  MCA." 
10 

11  BE  IT  ENACTED  BY  THE  LEGISLATURE  OF  THE  STATE  OF  MONTANA: 

12  Section  !•   Section  32-I-372,  MCA»  is  dimended  to   read: 

13  •'32-1-372.   tiranch bank ir»rohTbft«<j exee^trons 

14  22id£ti£il lacilitiei z- kL^atd ti^aks*  Hi — No — bunk — may 

15  ffl^-t-n*fli-f» — any — branch — bankT-ree«-fve-€lepo«-i-*«v-or-pay-eh«ck« 

16  e»eeep*-over-the-coonter-of-and--fn — fta — own — bank-fng — booscT 

17  proyrded — that — nothfng — -fn — th-ts-s«etfon-proh+bTts-orfirnary 

18  e+^arTnqhottse-transact'ron«-betwe<»n-bank«'» 

19  f^tilX  With  the  prior  approval  of  the   departrrentr   any 

20  oank  doing  business  in  this  state  rpay  establish  and  maintain 

21  not — more — then      one   detached  drive-in  and  walk-uo  facility 

22  consistinq  of  ono  or  more  teller  windows*   The   distance   of 

23  the   facility   from   the   main   banking  house  may  not  exceed 

24  IfOOO  feet  measured  in  a   straight   line   from   the   closest 

25  point  of  the  rrain  banking  house  to  the  farthest  point  of  the 
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1  detached   facility.   The  facility  may  not  be  closer  than  ,100 

2  feet  to  a  facility  operated  by  any  other  bank  or  closer  than 

3  300  fe'3t  to  the  main  banking  house  of  any   other   hankf   the 

4  measurement   to   be  made  in  a  strai-jht  line  from  the  closest 

5  points  of  the  closest   structures   involved.   The   distances 

6  herein   specified   in  relation  to  a  facility  operated  by  any 

7  other  bank  and  in  relation  to  the  main  banking  house  of  any 
e  othr.r  bank  may  be  decreased  by  mutual  written  agreeinent  of 
9  the  banks  involved  to  not  closer  than  150  feet  to  a  facility 

10  operated  by  any  other  bank  or  closer  than  200   feet   to  the 

11  main   banking  house  of  any  other  bank*  the  measureirent  to  be 

12  made  in  a  straiqht  line   from  the  closest   points   of   th^^ 

13  closest   structures   involved.   The   service  of  the  facility 

14  shall  be   limited   to   receiving   deposits   of   every   kindt 

15  cashing   checks  or  orders  to  payt  receiving  payments  payable 

16  at  the  bankt  and  such  other  transactions  as  -^re  normally  and 

17  usually  conducted  or  handled  at  teller  windows  in   the   miin 

18  banking    house. 

19  izx Es3fij:fiil£Si_Qf_Mtifittifij:_it_£5l.a£2lisiifia_dQd-flidiQtaiQi 

20  itifi flfitacbfid dri^fizia aaji aalJir:iic_fd£ilit^_autbc£ii£d_iD 

22  fiaiablisb-aad-itfliiiiaini 

23  iaj flQg ddUiiiflaal dfitditifiil dniyerin aoil — MnHLz-Uifi 
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1  aQ-UQi.QS^QmQLMt.&il-SiL&al-ilL 

2  ih} lite adilltiQDal dfitaclifid £lcly&=lQ ^an M^lK-ua 

3  fa£i]  itifis L£ tfafi-PQpuldtlflD-.fl£-JLlig^flaie  city   is,  SQtQOG  qc 

9  111 iSL-lLaQi&-jEDaj£-££l^ll&b.d-bi:^Q&b an t^naocbfis uoil&L 

f>  Ihe. Sdm£-i)uali£l£dl;ijQn&-&stat2li&ti£d_£Qj:.dU£iitiQ0dl-d£l^cti£fl 

7  £flciliii£S_ia_iiitiS£ciiQn_X21±_fiX££cl-itiat_dCC£fi^al Lql tb£ 

8  brancb qi — kcaocties is th& nssafiosibilllx af £tifi-_atdt£ 

10  i±x A-t2dok-iQ-a-£i£x-Q£-iDfiii£ ibao iQxQQQ. astyuldiion 

1 1  lI!dX-SS£dl2liSb-fiQ£.b£dQ£b-aDli_fiQ£-dd£ii£iflQ^l-^£^£b&£[-UdlklUC 

12  and dni^firiQ £diLLli£y ql tac tiraDclifis_fl£_£iaiQ_^ililiQaal 

13  de£acbeiLwalkr:ue_2Dil_d£iyfiriQ_£a£ili£ifi&j bui in — dq — case 

14  fflfi££_£tian_a_£Q£ai_Q£_£WQA 

15  ill A baoK £tmi ba& £S£ablisQ£d aod malQ£aia£d-a 

16  b£ao£b-a£-aD-addi£lfiaal-£l£££i£bfi£i-£a£ililDi:-au£ba£iz£d-d£ tb£ 

17  iims q£ i£s £sJtjatilistim£nt qd tti£_tiasis_Q£_BQpulatifiQ_Q£ 

18  12±SiQQ-.QL IDQ££ max £fiQ£imi£ £P Pp££al£ lb£ t2£aO£b fi£ 

19  adiUiiana] deidcbfid £a£lli£x ££aa£dl£aa q£ suka£au£Qt 

20  d££lio£-fi£.p2QylajLLPD-£fi_.l£si Ibao iUxQQQ^ EaBulallfiQ as 

21  usfiil — in — tbis — S££L£laB li tbat d££fi£iDiQ£d io £bfi last 

22  CQOplfitfid dSCfiQDifll tflHSUS QL± JLO tb£ iQ£fi£i!D ii£ttt£eD 

23  cflQsusfiSx tbat sbflMQ in £be mQS£_££C£Qt_amiual_£slima££ 

24  cublisbfld bit £b£ bu££au q£ £b£ ££qsusa liQilad itatfis 

25  d£oa£tia£D£-Qf  coaigie£C£A 

-3- 


LC    0027/01 


3  idj — ciQfie£_tbaD_iA5QQ_fefiix flisaauxifiil in a atraiaiit 

^  line — tistws£n_tti£_clas£si_aQiiLts_Qi-ttis_aii:ii£tui:£s_iDYfilYaili 

6  liil__fa£iitis£_tiiaD_i_inil£i_t2fiXQQil_ttie-liJDitis_fif_thfi_tiQni2 

f  tQjB<D_fi£_£jiJty_Qf_j_ts_iDfliD_lianJii 

8  Xcl — fflx:tti££_tl3aQ_3_iiLLlfii_aMax-fi:aiB_itifi_iiiain_iiaQli_if_it 

9  i&-lfi£al£il_lll_aQ-imiQ£fi£{Ul£al£^-a££aji 

1 0  ilX — A — ll£aDCtl — tlflQll ijS a SfiCa£at£i LfilDQte off  iCfiA 

1 1  £atat2li5h£d — aoil — maiiitaiQfiil_l2y_a«l2aQli_dflixia_busiasss_iD_tb£ 

1 2  staifl_Qf  _l!l2Qtdnax_M£i££fi_il3is_aamfi &££  Jti££s of  f  fi££d — at — tl3£ 

1 3  i2^Qkl£.t]fiiD£-£££i££-ax£-a^ailat2l£-:tfi-ltis-Qui2li&ii 

l^  f^tXfiJ.   (a)  Any   bank  authorized  to  do  banking  business 

15  in  this  state  may  utilize  a  satellite  terminal  as  defined  in 

16  the   Montana   Electronic   Funds   Transfer   Act   and   at   any 

17  location   permitted  by  the  Montana  Electronic  Funds  Transfer 

18  Act.  The  use  of  satellite  terminals  hereby  authorized   shall 

19  not  be  subject  to  the  restrictions  on  locationt  transactiont 

20  or   number   applicable   to  detached  drive-ln»   walk-up»  or 

21  teller  facilities. 

22  (b)   A  satellite  terminal  other   than   a   point-of-sale 

23  terminal   may   not   be   closer   than   200  feet  to  a  facility 

24  operated  by  any  other  bank  or  closer  than  300   feet   to   the 

25  main   banking  house  of  any  other  bankf  the  measurement  to  be 
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1  made  in  a  straight  line  between  the  closest   points   of   the 

2  closest   structures  involved*  The  distances  herein  specified 

3  in  relation  to  a  facility  operated  by  any  other  bank  and   in 

4  relation   to  the  main  bankinq  house  of  any  other  bank  may  be 

5  decreased  by  mutual  written  agreement  of  the  banks   involved 

6  to   not   closer   than  150  feet  to  a  facility  operated  by  any 

7  other  bank  or  closer  than  200  feet  to  the  main  bankinq  house 

8  of  any  other  bank*  the  measurement  to  be  made  in  a   straight 

9  line   between   the   closest  points  of  the  closest  structures 

10  involved.** 

11  Section  2.   Section  32-6-103*  MCAt  is  amended  to   read: 

12  **32-6-103«   Definitions.   As   used  in  this  chapter*  the 

13  following   definitions   shall   apply   unless    the    context 
1^  otherwise  requires: 

15  (1)   •*Electronic   funds   transfer"   means   debiting  or 

16  crediting  a  deoosi tor's  account  or  otherwise  transacting  any 

17  business  in  a  financial  institution   by   electronic   impulse 

18  messages*    authorized    under    this   chapter*   transmitted 

19  directly  by  wire  or  otherwise  or  stored  on  magnetic  tape   or 

20  equivalent   technologies*   or   otherwise*  and  processing  the 

21  adjustments   without   regular   and   customary   direct   human 

22  intervention.     Nothing    in   this   subsection   prevents   a 

23  financial   institution   from   processing    its    bookkeeping 

24  entries  through  normal  human  intervention. 

25  (2)   •*Financial   institution**   means   a   bank  chartered 
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1  under  chapter  1  of  this  titlei  a  bank   chartered   under   the 

2  National  Bankinq  Acts  in  Title  12  of  the  United  States  Codet 

3  a  building  and  loan  association  chartered  under  chapter  2  of 

4  this   title*   a  savings  and  loan  association  chartered  under 

5  the  Home  Owners'  Loan  Act  in  Title  12  of  the   United   States 

6  Codet   a   credit   union   chartered   under   chapter  3  of  this 

7  title»  or  a  credit  union  chartered  under  the  Federal   Credit 

8  Union   Act   In   Title   12   of   the   United   States  Code.  For 

9  purposes  of  this   chapter   only?   a   consumer   loan   company 

10  licensed   under   chapter   5   shall  be  considered  a  financial 

11  institution* 

12  (3)   (a)  ••Satellite   terminal*   means   any   machine   or 

13  device   located   off  the  premises  of  a  financial  institution 

14  which  a  financial  institution  or  its  customers   may   use   to 

15  carry  out  electronic  funds  transfers* 

16  (b)   '•Satellite  terminal"  Includes: 

17  (i)   automated   teller  machine?  which  means  a  satellite 

18  terminal  to  make  electronic  funds  transfers*  located  off  the 

19  premises  of  financial  institutions*  operated  by  customers  of 

20  financial  institutions  without  assistance*   activated   oy   a 

21  unique   identification   device   and   personal  identification 

22  number; 

23  (11)  point-of-sale  terminal*  which   means   a   satellite 

24  terminal   located  on  the  premises  of  a  merchant*  operated  by 

25  a  merchant  or  his  employees  solely   to   debit   a   customer's 
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1  deposit   or   sharo   account   in   a  financial  institution  and 

2  solely  to  credit  the  merchant's  account   commensuratel y   for 

3  transactions   in  qoods  or  services*  A  point-of-sale  terminal 

4  need  not  be  activated  by  a   unique   personal   identification 

5  device.   A   merchant   has   the   option*   provided   that   the 

6  necessary  computer  capability  exists  at  a   r^^asonable   cost» 

7  of  selling  goods  or  services  by  point-of-sale  terminals  with 

8  the   electronic   funds  transfer  taking  effect  at  the  time  of 

9  the  transaction  or  at  a  stated  time  after   the   transaction* 

10  (c)   The   definition   of   "satellite  terminal"  does  not 

11  include  and  nothing  in  this   chapter   may   be   construed   to 

12  apply  to: 

13  { i )   an    automated    teller   machine   located   on   the 

14  oremises  of  a  financial  institution; 

15  ( i i )  an   automated   clearinghouse   or   any    equivalent 
It,  system    designed    to    transfer   funds   between   financial 

17  institutions;  or 

18  (iii)  a  point-of-sale  terminal  which  is  utilised   by   a 

19  merchant   in   the   merchant's   business   only   and   does  not 
?0  provide  access  to  a  financial  institution* 

21  {'t)   "Premises"   means    those    locations    where    by 

22  applicable   law   financial   institutions   are   authorized  to 

23  maintain  a  principal  place  of  business  and  other  offices  for 

24  the   conduct   of   their   respective   businesses;   the    term 

25  includes  a_lJi:^DCb_bdQii_Q£  a  detached  drive- in  or  dDd  walk-up 
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1  facility  approved  under  32-1-372. 

2  *    (5)   "Personal     identification     number"    means    a 

3  combination  of  numerals  or  letters  selected  for   a   customer 

4  of   a   financial  institution  and  used*  in  conjunction  with  a 

5  unique  identification  device*  to  initiate  a  request   for   an 

6  electronic  funds  transfer. 

T  (6)   "Custoraer"*     in     relation    to    a    financial 

8  institutionf  means  a  holder  of  a  demand  or  time  account  or  a 

9  membership  share  in  the  institution  or  a   person   who   is   a 

10  borrower  or  a  mortgagor;  in  relation  to  a  merchant*  it  means 

11  a  purchaser  of  goods  or  services* 

12  (7)   "Merchant"   means   a   natural  person*  corporation* 

13  partnership*  or  association  engaged  in   buying   and   selling 

14  goods   or   services*   except  that  a  financial  institution  is 

15  not  a  merchant. 

16  (8)   "Department"   means   the   department  of   business 

17  regulation. 

18  (9)   "Person"   means   an    Individual*    partnership* 

19  corporation*    association*    or     any    other     business 

20  organization. 

21  (10)  "Unique   identification   device"   means  a  magnetic 

22  encoded  plastic   card   or   equivalent   device   containing   a 

23  number   unique   to   a   customer  with  relation  to  a  financial 

24  Institution." 

25  Section  3.   Section  32-1-202*  MCA*  Is  amended  to   read: 
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1  "BZ-l-ZOZ.      Powers      and      duties    of   board.    Xii   The    state 

2  banking   board   shall: 

3  fitXflJ.      make   final    determinations    upon    applications   for 

4  certificates   of   authorization   for    new   banks*      bflOk t2Jl^Q£llfi& 

5  auttlQJliZfiil Id 32~1t3I213X«      mergerst      consol  Idationst      and 

6  relocations    of    banks; 

T  t^tXtLl   3ct  in  an  advisory  capacity  with  respect  to  the 

8  duties  and  powers  given   by   statute   or   otherwise   to   the 

9  director   of   the   department   of  business  regulation  as  the 

10  duties  and  powers  relate  to  banking* 

11  IZX Iti£-tmaj:d £ball ajsors^s an aopIixdliflQ Iql — a 

1 2  t2£ao£li haak ual&S2 d-£fim(2£lliQ9-j:£d&uQ-£QL.di&daur2^^1-i& 

1 3  f  Qunjl_ijy_lhfi_bQar.dA_IlfinmfititiQD_wiUa_Qttifii:_tiaDli& — is — qqjl — d 

14  SU££i£i&Qlly-£2!De£lliOS-r£aSI2Q-fQj:-diSdI2m:QysLLA'' 

15  Section  A.   Section   32-l-203t  MCA»  is  amended  to  read: 

16  "32-1-203.   Rules  adopted  by   board   —   pew   banks   zr 

17  tiLsiQOtl bdQk&*  The  board  shall  adopt  rules  necessary  for  the 

18  administration  of  32-1-201  through   32-1-206   In   accordance 

19  with    the    Montana    Administrative    Procedure    Act.   In 

20  particular^  the   board   shall   adopt   rules   concerning   the 

21  authorization   of   new   banks   and  branch  banks.   Such  rules 

22  shall  contain  minimum  standards  under  which   an   application 

23  for   a   new   bank   q£ d bfflnt^h  ,  fadnk   shall  be  deterniined« 

24  Including  the  following: 

25  (1)   a  persuasive  showing  that  there   Is   a   reasonable 
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1  public   necessity   and  demand  for  a  new  bank  at  the  proposed 

2  location; 

3  (2)   that  the  bank  will  be  owned  and  managed  by  persons 

4  of  good  moral  character  and  financial  integrity  and  will   be 

5  safely  and  soundly  operated; 

6  (3)   a  persuasive  showing  that  the  new  bank  will  have  a 

7  sufficient   volume   of   business  to  assure  solvency  and  that 
establishment   of   the   new   bank   will   be   in   the   public 


8 


9  interest." 

1*5  a^ — S£tIIDW   Section  5.   Branch   bank   applications  — 

11  hearings*  All  applications  for  branch  banks  are   subject   to 

12  the  hearing  requirements  of  Title  2»  chapter  4?  part  6. 

13  Section  6.   Severability*   If   a   part   of   this  act  is 

14  invalid*  all  valid  parts  that  are  severable  from  the  invalid 

15  part  remain  in  effect*   If  a  part  of  this  act  is  invalid   in 

16  one   or  more  of  its  appl icationst  the  part  remains  in  effect 

17  in  all   valid   applications   that   are   severable   from   the 

18  invalid  applications* 

-End- 
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1  BILL  NO. 

2  INTRODUCED  BY  


3  BY  REQUEST  OF 

4  COMMITTEE  ON  BRANCHING  OF  FINANCIAL  INSTITUTIONS 
5 

6  A  BILL  FOR  AN  ACT  ENTITLED:   "AN  ACT   TO   PROVIDE   AUTHOKITY 

7  FOR   A  CREDIT  UNION  TO  MAINTAIN  ADDITIONAL  OFFICES;  TO  ALLOW 

8  A  HEARING;  AND  AMENDING  SECTION  32-3-I04»  MCA." 
9 

10  BE  IT  ENACTED  BY  THE  LEGISLATURE  OF  THE  STATE  OF  MONTANA: 

11  Section  1.   Section  32-3-104t  KCAt  is  amended  to   read: 

12  "32-3-104.   Office   facilities.   (1)  A  credit  union  may 

13  chanye  Its  place  of  business  within  this  state  upon   written 

14  notice  to  the  department  of  business  regulation. 

15  (2)   A   credit  union  may  share  office  space  with  one  or 

16  more   credit   unions   and   contract   with   any    person    or 

17  corporation  to  provide  facilities  or  personnel. 

1  tJ  iiil A £££ilii jjDiQQ ma^_iDaiQtaiQi_iiaQn_c£iQj:_iij:itl£Q 

1 9         aQj;iQ2_tQ_tt3]2_d£t3rim£iDli_ail£litiaQal cf  fitea — ai — iQcatiQDS 

2  0  Qttj£i:_JttidQ_its_ariQ£ic^l_aia  Ji£_cf  _i2uaiDSii_if  _ttiii_t2umai£_Qf 

2 1  maintfiiDiQg — iti£_ailditiQndl_cf  l:ii:£i_ii_iQ_IULQi&ti_S£j:3ti££_j:Q 

22  itS_lQ£Et2£Iix 

2  3  xfti — Ih£_d£uiai:tm£nt_st]all_2ttarQ^£_aQy_additiflQal_£iffic£ 

24        uQl£is_a_£2iDp2lliDa_££iisfla_ffli:_:iiaauaj:Qiii3l_ia_tQunfl ti^ tbfi 

25  £l£Uai:ta£DlA-t2II3C£tiiiQD_wilil_2ttl££_fiDdQCiill_iDStiLUiiQQ5t_iS 
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or* 


I  QQt_a_5iUffi£i2Qil^_£fliDJ2Sllin3-i:£iJS2D_fUi:_diStiCeLQ^jli 

2  '''     iSi If ttie d2E^rtiD£Qt diiacanayfis aa sidditii2adi 

3  Qffi££jt_tti£_££fidii_uDlfia_iLti3ll_!i2 2ffi2id2£l 30 Qoe^iituaily 

4  far a tl£5£in5_a££fi£dia3-i2-Iiil2_Zi_£b3Gt£i:_£ti_Qa£t_6«_lD£ 

5  {iU£CQS£_Qf  _l;tl£_tJ£2£iQa Sllstll t>£ ia d£t££miQ£ iltialtl££ a. 

6  tcapfiliiQa ££3SQn £2iisis_f££_diiaci2£2ydl_Qf_l.tia_ddiiitiiiajjl 

8  Section    2«      Severability.    If    a      part      of      this      act      is 

9  invalidt    all    valid    parts    that    are    severable    fro-n    the    invalid 

10  part      remain    in   effect*      If    a    part   cf    this    act    is    invalid    in 

11  one   or    more   of    its    appl i cat i ons»    the    part    remains    in      effect 

12  in      all       valid      applications      that      are      severable      from   the 

13  invalid    applications*  ■  " 
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